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National income, the Bureau of Agri- 
al Economics estimates, can reach 














On Believing Your Own Propaganda 


NE cannot attend many conferences 

of the AMA without realizing that 
there is a great deal of room for im- 
provement in all phases of management. 
More striking than this is the fact that 
those who point out management’s faults 
at these conferences are managers them- 
selves. In recent months, foreign visitors 
on these shores to catch up on what has 
been going on in America have re- 
marked on this from time to time to 
various members of the Association. 
They have frankly expressed their puz- 
tlement. But those who know the Asso- 
ciation’s primary role in the business 
picture regard this self-critical approach 
as normal and healthy. 

AMA’s job is to find opportunities 
for improvement—and most AMA mem- 
bers are frank to admit that there is 
: uch to improve. They try to follow 
im the counsel of Frederick W. Taylor, by 
im putting the question “Why?” in regard 
every policy and practice by which 
i management lives. 

i It is very natural for a business or- 
i ganization to build a kind of folklore 
around itself, which assumes the formal 

Mitle of “policies,” too often a vague 

‘and only half-articulated set of canons 

|Which everyone obeys but no one really 

Mquite understands. As individuals, we 

@re inclined to do the same thing. Most 

fof us are inclined to invent personal 

Propaganda about ourselves and our 

Tives, all for the sake of making our 

low creatures (and ourselves) believe 
that we are something more than we 
feally are, or even something that we 


feally are not. 
Ny. ‘6Q 





The difficulty is that only an uncom- 
monly sensible man can follow such a 
course and in the end retain the ability 
to distinguish between the real truth 
about himself and the pleasant self- 
invented fictions which make his days 
lighter and his life more tolerable. 
Most of us get short glimpses of our 
real selves only occasionally, and then 
as a rule at times of trial and crisis. 
But such disillusionment is most shatter- 
ing when we have become so blinded by 
our self-deceptions that we cannot ap- 
preciate our limitations and so are in- 
duced to attempt feats beyond our actual 
capacity. We have fallen victims to our 
own propaganda. Thus when manage- 
ment believes itself right, but is not en- 
tirely sure of why it is right, it runs 
the risk of falling victim in the same 
fashion. Looking at the matter objec- 
tively, one has to admit that institutions 
have a capacity for sheer fancy quite 
equal to that of the most arrant indi- 
vidual self-deceiver. And the conse- 
quences of such a course to an insti- 
tution are very much more serious than 
to an individual. The magnitude of the 
resulting disaster is greater in propor- 
tion to the number of people adversely 
affected. 

Self-criticism is a valuable tool for 
management. Many companies realize 
this, and are continually making audits 
of their methods and top management 
policies to insure that they are not tak- 
ing too much for granted; that they are 
not assuming a non-existent efficiency, 
or presupposing that their positions with 
respect to the many economic and social 

(Continued on page 4) 
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record of $175 billion in 1947, 
or 6 per cent above the $165 billion 
estimated for 1946. Production is still 
on the increase,’and in many lines is 
topping prewar volume. Unemployment 
remains at a low figure—it totaled only 
2,070,000 in September. 

Against this may be set the increasing 
danger from higher prices. “There is 
much talk,” Business Week remarks, 
“about the need to let prices go up to 
the point where supply and demand 
come into balance. That means price 
tags high enough so that a lot of people 
can’t afford things they want. Business 
should realize that such a course would 
mean output much lower than the goals 
many industries have set. This can 
sound attractive, superficially . . . Many 
companies could release people. . 
Expansion plans could be shelved, work- 
ing capital needs revised downward. 
Then would come the deflationary spiral ; 
the pattern is boom-and-bust.” 


PRODUCTION 


Total output in September was up 
about 2 per cent from the August level, 
with steel production for the month ex- 
ceeding the last month’s figure despite 
Labor Day closings. 

Automobile and truck production in 
the latest week for which figures are 
available was 84,421, compared with 
91,925 for the preceding week, and a 
1941 average of 98,236. 


CONSTRUCTION 


Last month’s building permit values 
were higher than any September figure 
since 1929, but the rise over September, 
1945, was only 45 per cent, the nar- 
rowest year-to-year rise in more than 
a year. 

(Continued on page 2) 








Trends in Business 
(Continued) 


The slackening in contemplated build- 
ing expenditures occurred, however, 
mostly in New York City. In 214 cities 
excluding New York, permit valuations 
rose 10.3 per cent above the August 
figure, 61.9 per cent above that for Sep- 
tember, 1945 (Dun & Bradstreet fig- 
ures). In New York, plans filed were 
down 33.4 per cent from the August 
total, and off 24.7 per cent from the 
corresponding month of 1945. 

Production of building materials, 
while inadequate, had by August reached 
a point higher than that for the average 
month of 1941. Taking 1941 as 100, 
the index was 77 in January, 73 in 
February, 81 in March, and above 90 
in May and June, then rose to 110 in 
August. The average for the first eight 
months was 89. 


DISTRIBUTION 


Dollar volume of retail sales in Sep- 
tember was 5 per cent below that for 
August, but the year-to-year advance 
over the corresponding period last year 
was the same, 30 per cent. In the week 
ending October 5, department store 
sales advanced 14 per cent over 1945, 
compared with a 23 per cent gain in 
the preceding week. 

Wholesale trade remained at a high 
level in September and the first part 
of October, with the quota system pre- 
vailing at some wholesale shows held 
during the month. 


PRICES 


By the end of September, the average 
of all wholesale prices was 6.6 per cent 
higher than at the end of June, and 12.5 
per cent above the level of September, 
1945. 

It is probable, also, that the figure 
for October will be considerably higher. 
By mid-month Dun & Bradstreet’s whole- 
sale food price index had advanced to 
a record high of $6.15 compared to 
$4.10 in the corresponding period last 
year, and a high point of $5.24 in 
1920. 
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HEARD AT AMA MEETINGS 








ANNUAL WAGES 


Labor may be expected to press more 
and more strongly for the guaranteed 
annual wage, discussion at the Personnel 
Conference, October 8-9 in Boston, 
brought out. 

“It may well be that the guaranteed 
annual wage will be the battlecry of 
labor in the coming generation, just as 
the eight-hour day was in the past,” 
Professor Joseph L. Snider, Harvard 
Graduate School of Business Adminis- 
tration, told the audience. 

Similarly, both labor and manage- 
ment representatives at the panel session 
on “Pattern of Tomorrow’s Collective 
Bargaining,” viewed the subject with 
great seriousness. 

“There is no question in the mind of 
anyone but that labor will press for this 
demand very strenuously,” said George 
Baldanzi, Textile Workers of America. 
“It may be that it will take some time 
to work out annual wage plans; we are 
not unmindful of the many problems in- 
volved. But we think that there are cer- 
tain industries which could make the 
shift without too much difficulty. The 
problem, we believe, is interlocked with 
the whole future of the free enterprise 
system. We feel that one of the para- 
mount needs today is to give to the em- 
ployee the sense of security which he 
now lacks.” 

Companies, George Hodge, Assistant 
to Vice President, International Har- 
vester Company, warned, may find 
themselves up against union officials 
who, unlike Mr. Baldanzi, do not real- 
ize that formulation of a plan may take 
some time. “You may be up against 
unions demanding something right now,”’ 
he said. 

PRODUCTIVITY 

The common belief that labor produc- 
tivity decreased during the war was dis- 
puted by F. D. Newbury, Vice President, 
Westinghouse Electric Corporation, in a 
talk at the Personnel Conference. The 
difficulty is not a loss of productivity, 
said Mr. Newbury, but the fact that 
wages have increased so much faster 
than productivity, with the result that 
unit costs are far out of line. 

“The only source of information [on 
productivity],” Mr. Newbury said, “is 
a survey made by the Department of 
Commerce of 32 industries which did 
not radically change their type of pro- 
duction during the war. In those indus- 
tries, there was a very slight increase in 





productivity, about .05 of 1 per cent. 
In other words, productivity remained 
stationary, despite rapid labor turnover, 
loss of experienced men, shortages of 
materials, etc. So I am not too much 
concerned about productivity. It will 
undoubtedly increase. The question is 
whether it will increase fast enough to 
catch up with wage increases.” 


COMMUNICATION 

Has management succeeded in getting 
its message across to employees? No, 
said Martin Dodge, Partner, Dodge & 
Mugridge, and speaker at the Personnel 
Conference, citing opinion surveys to 
prove his ~ oint. 

“Dr. Henry C. Link reports that of 
5,000 persons queried in a survey, 61 
per cent believe that large companies 
keep as a clear profit from 10 to 60 per 
cent or more of every dollar they take 
in; 32 per cent believe that the profit is 
30 cents or more out of every dollar of 
sales. The fact is that it is less than 
four cents. ; 

“Dr. Link made another survey of the 
same people to find out what they 
thought a really fair profit was. The 
answer was 20 per cent. 

“An Opinion Research Corporation 
survey among wage earners asked the 
question: Of all the money paid out 
by industry for wages and salaries, who 
gets more, the wage earner or manage: 
ment? Fifty-four per cent said that 
management gets more, some that man- 
agement gets 75 per cent of the total. 
The right answer is, 87 per cent to 
wages, 13 per cent to management ... 

“Where such erroneous notions pre- 
vail, is it any wonder that when The 
Psychological Corporation put the ques- 
tion: ‘If all manufacturing companies 
were run entirely by the government. 
would you get more for your money; 
than under the present system?’ 43 per 
cent of those queried said ‘more’ or at 
least ‘as much’?” 


OFFICE UNIONS 


The seniority clause is of overwhelm- 
ing importance in an office workers’ con- 
tract, Seward H. French, Jr., Reed, 
Smith, Shaw & McClay, pointed out at 
the Office Management Conference. 

“In most cases,” he said, “I have 
found that the union’s position on this 
subject is not crystallized, and if man- 
agement presents a well-worked-out plan 
it will often be adopted without too 
much argument.” 
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RESEARCH DEPARTMENT 








Research in Industrial Relations—I 
(This is the first of two articles dealing with industrial relations research programs 


under way at various universities. 
“Management News.” ) 

The function of research is to advance 
knowledge. It should be helpful in 
analyzing current problems and in fore- 
casting the reactions to a particular ac- 
tion. At best, the results of such re- 
search should be “an engine of think- 
ing” enabling its possessor to analyze 
correctly the problems with which he is 
faced. Like an engineer or a good 
doctor, the industrial relations executive 
would find it useful to operate with a 
set of principles, derived from wide ex- 
perience, in deciding such questions as: 
“What will be the effect of installing 
this particular system of incentives?” 
“Why is worker productivity falling off 
and what can be done about it?” 

Unfortunately there is as yet no such 
framework of analysis in human rela- 
tions. There are many “case” studies of 
individual plant situations which have 
led to important improvements, but they 
have brought out mostly isolated facts, 
not applicable elsewhere without much 
further study and adaptation. As has 
been said, “The accumulation of facts is 
no more a science than a heap of stones 
is a house.” 

Difficulties of research in human rela- 
tions are very great. There are no exact 
standards of measurement. Direct ex- 
periment under properly controlled con- 
ditions is hardly ever possible. The 
number of factors in a given situation 
is extremely large and even the “con- 
stants” themselves vary. 


HISTORY 


Research in industrial relations began 
at a recent date. Perhaps those who 
composed the Committee on Classifica- 
tion of Personnel in the U. S. Army 
during World War I may be said to be 
its founding fathers. Several of these 
men were later leaders in the expansion 
of industrial relations research work 
elsewhere—Walter V. Bingham in the 
Personnel Research Federation, Alvin 
E. Dodd in the American Management 
Association, Walter Dill Scott at North- 
western University, J. Walter Dietz and 
C. R. Dooley, in Training Within In- 
dustry. And there were others, among 
them Clarence J. Hicks, who was largely 
responsible for the establishment of such 
important research centers as the Indus- 





The second will appear in the next issue of 


trial Relations Section at Princeton Uni- 
versity and Industrial Relations Coun- 
selors, Inc.; Harold F. Browne at the 
National Industrial Conference Board; 
Elton Mayo at the Harvard Business 
School; R. F. Hoxie at Chicago Uni- 
versity ; John R. Commons at Wisconsin. 


IMMEDIATE PROBLEMS 


Most of the organizations which have 
engaged in industrial relations research 
work for a considerable period of time, 
were soon overwhelmed with urgent 
questions. They have been engaged in 
“putting out fires” and hence have de- 
veloped techniques whereby data can be 
gathered and disseminated quickly. The 
result has been the accumulation of an 
impressive set of data on many phe- 
nomena in the industrial relations world, 
of great usefulness to those concerned 
with them. 

In industrial relations research at the 
American Management Association, the 
nature of the research topics has been 
such as to provide information useful 
immediately as well as over a longer 
period of time. This is accomplished 
by careful selection of the topics on the 
basis of membership interest over a 
number of years. The material itself 
is collected not only from the literature 
of the subject, but also through exten- 
sive interviews and correspondence with 
AMA membership. Through the un- 
stinting aid of cooperating firms and 
careful review by an advisory commit- 
tee of top people in the field, AMA 
research aims at presenting the best and 
most advanced thinking on the particu- 
lar topic. The resulting research report 
also offers a series of considerations by 
which the reader may determine the 
applicability of any proposals made to 
the individual company. 


LONG-TERM PROBLEMS 


The establishment of a framework of 
knowledge about long-run problems is 
becoming increasingly the function of 
the newly established industrial rela- 
tions sections of the universities. The 
studies are usually interrelated; the re- 
search extends over several years, and 
is the work of several highly trained 
analysts and field workers; knowledge 





3 


and techniques of several of the social 
sciences are utilized. 

An outstanding example of early in- 
dustrial relations research is that which 
was undertaken by members of the In- 
dustrial Research Department at Har- 
vard. Its major purpose was to inves- 
tigate effort and fatigue in industry and 
the industrial efficiency of individuals. 
One type of research was conducted 
under laboratory conditions; the other 
was concerned with workers and their 
work in an industrial plant—much less 
susceptible to control, but more realistic. 
The early research consisted largely of 
field work, the most important being 
the study at the Hawthorne Works of 
the Western Electric Company. 

In the last ten years the Harvard 
Industrial Research Department has de- 
voted itself increasingly to the dissemi- 
nation of its studies among personnel 
practitioners. This is being done in part 
through discussion groups for business 
men meeting at Harvard, in part by 
assembling case material, and publish- 
ing studies. These studies include one 
on management-union-community rela- 
tions in arbitration proceedings; an- 
other on the relationship of head-office 
organizations in large corporations to 
manufacturing organizations. Others 
cover management, salesgirl and cus- 
tomer relationships in a department 
store; the extent to which management 
can control worker absenteeism; and 
methods of developing teamwork. 

In the 20 years since the founda- 
tion of the Harvard Industrial Research 
Department, many other such centers 
have sprung up. Some, like the New 
York State School of Industrial and 
Labor Relations and the center at Wis- 
consin University, are chiefly engaged 
in teaching and training. Others like 
the Labor-Management Center at Yale 
University, the Industrial Relations Cen- 
ters of the University of Chicago, the 
University of Minnesota, and the Massa- 
chusetts Institute of Technology, are 
largely devoted to research work. They 
usually engage in long-range projects, 
but publish progress reports and help- 
ful summaries. Unlike much other aca- 
demic work, their research is based to 
a considerable extent on field work, con- 
sisting of interviews with employers and 
workers, attendance at collective bar- 
gaining sessions, and labor and manage- 
ment participation in class work and 
discussions at the universities. The na- 
ture of this university research together 
with its usefulness to industry will be 
dealt with in the next article. 
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Latest Techniqu 


es for Cutting 


Unit Costs Will Be Described 


Production Conference Set for 


November 14-15 at Palmer House in Chicago 


Latest advances in management tech- 
niques for achieving lower unit costs 
will be reported on at AMA’s Fall Pro- 
duction Conference, which is set for 
November 14-15 at the Palmer House 
in Chicago. 

One entire session, on the afternoon 
of November 14, will be devoted to 
building lower costs into the new prod- 
uct from its inception. Research and 
production men from companies which 
have pioneered in this phase of cost re- 
duction will be the speakers. 

At an evening session, also on No- 
vember 14, Richard Leonard, Vice 
President, United Automobile Workers, 
will discuss, “A Labor Leader Looks at 
Management’s Effort to Improve Meth- 
ods and Lift Output,” with attention to 
such questions as: How does labor pro- 
pose that “a fair day’s work” be deter- 
mined? 

Human aspects of methods improve- 
ment, including means of getting super- 
visors’ cooperation, will be considered 
at a session on the morning of Novem- 
ber 15. At a luncheon the same day, 
William B. Given, Jr., President, Ameri- 
can Brake Shoe Company, will speak on 
“Management’s Right to Manage.” 

Other conference topics include: “In- 
creasing Labor’s Productivity,” “Eco- 
nomic Justification for Investment in 
Plant Assets,” “Incentive Plans Versus 
Measured Daywork,” and “Work Stand- 


ards and Worker Grievances.” 


The President’s Scratch-Pad 


(Continued from page 1) 


questions with which the modern corpo- 
ration must contend are necessarily cor- 
rect. They realize that in many in- 
stances management has caused difhicul- 
ties for itself by following unrealistic 
policies—policies that seemed wise only 
because they were constantly reiterated. 
They know of employers, for example, 
who fancied that their “open door” to 
their employees would solve all labor 
problems, but who found that the em- 
ployees did not believe in the “open 
door.” They do not trust time-honored 








convictions; they constantly want to see 
the evidence that re-afirms the rightness 
of these convictions. They insist upon 
that flexibility of mind that makes for 
durability. 

An important core of American busi- 
ness is adopting this philosophy, which 
has been tempered by the vicissitudes 
of more than a decade of hectic times. 
It is to be hoped that this faculty for 
self-criticism will be more pronounced 
all through American business. 

It will also be interesting to observe 
what the years will do to those labor 
organizations, particularly the top lead- 
ers, who have so obviously fallen victim 
to their own propaganda. Even though 
unburdened by the responsibilities that 
rest upon management’s shoulders, labor 
organizations, too, can suffer by over- 
long devotion to policies that are not 
in touch with the world’s realities. Their 
transgressions of this sort are too numer- 
ous to be mentioned in this short space, 
but they are obvious to everyone, and 
becoming increasingly so to those who 
have the power to change the status of 
labor. 
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Insurable Values, 


| 
Panel to Discuss | | 
: | 
Loss Adjustments | 


The phenomenal rise in insurableg 
values and replacement costs in the lagi 
few years will be analyzed at AMA 
Insurance Conference, to be held Decem # 
ber 5-6 at the Hotel Drake, Chicagg, 
Other topics for discussion include “The 
Effect of Public Law 15 on the Insured? 
“Problems of Crime Insurance,” “Edu 
cating the Employee in Fire Loss Prem 
vention,” “Operating Under Use a 
Occupancy,” and “Trends in Sociall 
Insurance.” . | 

The traditional AMA questions-an& 
answers session, at which members thé 
audience have an opportunity to pub 
questions on all phases of insurance 
a panel of experts, will also be a featurg 
of the meeting. 


NEW RESEARCH REPORT 


The trend in annual reports is toward 
clarity and specific, factual analysis, 
AMA’s new research study, “Prepara 
tion of Company Annual Reports,” 
indicates. 

The report, which is based on a study 
of several hundred company reports 
and consultations with experts, hag] 
already been mailed to company ment 
bers. It will be available to others 
April 1. 


Presentation of the Gantt Medal Award “for distinguished achievement in 
industrial management us a service to the community” took place at the 
AMA Personnel Conference in Boston, October 8-9. The recipient, Paul G. 
Hoffman, President, ‘The Studebaker Corporation, is shown (center) with 
(left to right): Alvin E. Dodd, AMA President; John A. Willard, Chairman 
of the Board of Award; Guy B. Arthur, AMA Vice President for the Personnel 
Division; and Keith McHugh, Chairman of AMA’s Executive Committee. 
The medal is awarded annually by a board composed of representatives of 
the AMA and The American Society of Mechanical Engineers. 














